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PREFACE 



The federal government in recent years has been faced 
with an ever increasing demand for its services as a result of 
extensive growth in the nation* s population and economy. In a 
fundamental sense, the solution to this problem requires an 
economic approach to management. Such a view is concerned with 
allocating scarce resources in order to get the most out of 
available resources. 

Integral to the allocation of resources are the processes 
of planning, programming, and budgeting. Plans must be developed 
to determine actions and broad requirements needed to accomplish 
specified objectives. Programming translates plans into more 
specific manpower and materiel requirements. Budgeting translates 
manpower and materiel resource requirements into financial 
resources. Thus, these processes are closely related and 
interdependent , 

Because of a number of shortcomings in the conduct of 

these processes that generally prevailed throughout the federal 

government , President Lyndon 3. Johnson on August 25, 1965 

instructed members of the cabinet and heads of federal agencies 

to begin introducing a new and revolutionary system of planning, 

programming and budgeting. In discussing the broad objectives 

of the new system, the President stated: 

This program is aimed at finding new ways to do new Jobs 
faster, better, less expensively; to insure sounder 
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Judgment through more accurate information; to pinpoint 
those things wo ought to do more, and to spotlight those 
things we ought to do less; to moke our decision-making 
process as up to date as our space-exploring equipment. 1 

The purpose of this study has been to evaluate the 
progress made in the United States Coast Guard during the past 
ten years in the processes of planning, programming and budget- 
ing. To form a basis for data collection and evaluation, the 
following three related questions were formulated: (1) What 

significant planning, programming, and budgeting developments 
have taken place in the Coast Guard during the past ten years? 

(2) What contributions have these developments made toward 
lessening the impact of implementing the President’s new system? 

(3) What major steps, approaches and problems were involved in 
the initial efforts to implement the new system? 

Data has been collected through library research, internal 
document research at U. S. Coast Guard Headquarters, Washington, 

D. C. , and interviews with cognizant Headquarters officers. 

Because the subject matter studied was in such a dynamic state, 
a data collection cut-off date of February 18, 1966 was estab- 
lished as a point of departure between events transpired and 
future events. 

The assistance provided by the members of the U. S. Coast 
Guard Headquarters 3taff whom I interviewed is appreciated and 
gratefully acknowledged. I particularly wish to thank Commanders 
William H. Boswell, William H. Fitzgerald, Jr., and Thomas E, 
Hawkins for their help. 

^U. S,, President, "Statement by the President to Members 
of the Cabinet and Heads of Agencies, August 25, 1965 «" Weekly 
Compilation of Presidential Documents . August 30, 1965, p. iUl. 
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CHAPTER I 



INTRODUCTION 



Frederick Mosher, writing on the context of budgeting. 



said: 

A going organization Is a great package of systems, 
traditions, habits, values and beliefs, relationships, 
and behavioral patterns .... the accustomed patterns 
of formal and informal organizations; the configuration 
of power within the organization; and even the missions 
and established programs— all of these affect and are 
affected by the budget and must be reckoned with by the 
administrator or legislator seeking changes, 1 

Mosher's statement shows that a discussion of the budget- 
ing process requires an understanding and consideration of the 
organizational environment to which it relates. Since this 
study is about budgeting and the related processes of planning 
and programming in the United States Coast Guard, ^ an overview 
of its history, missions and organization is considered 
appropriate. 



Historical Background of the Coast Guard 
The genesis of the present day Coast Guard goes back to 
the first United States Congress and the efforts of Alexander 
Hamilton, first Secretary of the Treasury, to place tho American 



^Frederick C, Mosher, Program Budgeting: Theory and 

Practice (New York: American Book— Stratford Pres3 , Tnc . , 195 * 0 , 

PP, ^ • 

^Hereafter, the term "Coast Guard" is used and unless 
otherwise noted refers to the United States Coast Guard, 
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nation on a firm footing. At Hamilton’s request Congress 
authorised the building of ten cutters for the protection of 
the customs revenue. Also authorised were forty officers who 
were made "Officers of the Customs." 1 The previous year this 
Congress passed a law which accepted title to twelve lighthouses 
built by the colonies along the Atlantic seaboard and gave the 
Secretary of the Treasury responsibility for constructing and 
maintaining aids to navigation. 

As the nation grew, a combination of changing conditions 
and outstanding incidents led to the establishment of new 
services, all originally in the Treasury Department, related 
to the nation’s responsibilities to its seafaring citizens. 

The Coast Guard represents in its historical develop- 
ment since 1790 an amalgamation into one integral Service 
of the former Revenue Cutter Service, the Lifesaving 
Service, the Lighthouse Service, and the Bureau of Marine 
Inspection and Navigation, the original establishments of 
which are as follows: 

(a) The Revenue Cutter Service— by the Act of August 
4, 1790. 

(b) The Lifesaving Service— by the Act of June 20, 187*1. 

(c) The Light house Service— by the Act of August 7 t 
1789. 

(d) The Bureau of Marine Inspection and Navigation— 
by the Act of July 7, 1838, as the Steamboat Inspection 
Service, and by the Act of July 5, 188*1, as the Bureau 
of Navigation;— by the Act of June 30, 1932, the Bureau 
of Navigation and the Steamboat Inspection Service were 
consolidated to form a new bureau known as the Bureau of 



CAPT Walter C. Capron, USCO (Ret.), The U. S. Coast 
Guard (New York: Franklin Watts, Inc,, 1965) , pp. ib , ii. 

before his retirement in 1962, CAPT Capron served as Deputy 
Chief of Staff at Coast Guard Headquarters, 

2 Ibid. , p. 30. 
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Navigation and Steamboat Inspection by the Act of 
May 27, 1936, the name of this bureau was changed to 
the Bureau of Marine Inspection and Navigation. 1 

The Coast Guard was created in 1915 by an Act that merged 
the Revenue Cutter Service and the Lifesaving Service. This act 
made the Coast Guard a branch of the armed forces of the United 
States and thus established a unique organizational arrangement- 
peacetime service under the Department of the Treasury and 
wartime service under the Department of the Navy. 2 

Aa an economy measure, the Bureau of Lighthouses, then 
in the Department of Commerce, was amalgamated with the Coast 
Guard in 1939* 3 This merger Joined the two oldest maritime 
services after they had operated independently for nearly 150 
years. 

Greater diversification of responsibility resulted from 
the transfer of the Bureau of Marine Inspection and Navigation 
to the Coast Cuard In 19*12;** this transfer wa3 made permanent in 
19*16, Although minor reorganizations have occurred during 
subsequent years the basic organization of the Coast Guard "has 
seen little change since World War II. 

1 U. S., Coast Cuard, Organization Manual » (CG-229)* 
p, 1-1. Cited hereafter as Organization Manual. 

2 

U. S., Congress, An Act to Create the Coast Guard . 

Public Law 239, 63rd Cong., 2d Seas., 19i£. 

3 

U. S., Congress, Reorganization Act of 1939. Plan II . 
Public Law 19, 76th Cong., 1st Seso. , TTW* 

**U. S., President, Executive Order No. 9°83. Redistribu- 
tion of Maritime Functions , February 2bi. T*T*T?T 

5u. S., Coast Guard, Coast Guard Objectives (CO-378), 
p, 1. Cited hereafter as CG Cbjectives " 
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Missions 

Statutory authority, major functions, and responsibilities 
of the Coast Guard are codified in Title 14 of the United States 
Code, In broad, succinct terms, the mission objectives of the 
Coast Guard arei 

Aids to Navigation— Safe passage on and over the high seas 
v^and waters subject to the Jurisdiction of the United States 
through effective and reliable systems of aids to 
navigation. 



v ^earch and Rescue- - •Timely assistance to persons and property 
in distress on or over the high seas, in waters subject to 
the Jurisdiction of the United States, and elsewhere whenever 
forces are available. 



Ocean Stations— -Safe passage of air and transoceanic traffic 
through areas of United States responsibility, and such 
other areas as may be in the National Interest. Scientific 
knowledge of the atmosphere, the sea, and their interface, 
through data collection at temporary or permanently estab- 
lished ocean stations. 



✓‘‘ Merchant Marine Safety— Safety of life and property on the 
high seas and internal waters through law enforcement and 
regulation of merchant vessels, their officers and crews. 



y/ Icebreaking— Waterborne access to ice-bound locations in 
furtherance of National economic, scientific, defense, and 
consumer needs. 



v ^Law Enforcement— Protection of lives, property, natural 
resources and National interests through enforcement of 
Federal law upon the high seas and waters subject to the 
Jurisdiction of the United States, 



v ^ort Security— Safe . secure port areas and facilities, 
and protection of the National interest. 



Oceanography— Knowledge of the sea, its boundaries, and its 
resources, through collection and analyses of data in 
support of the National interest. 
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5 

Military Readiness— -An effective ready force responsive to 
specific tasks £n time of war or emergency In support of 
National security. 



v ^eaerve Training- Trained augmentation forces for war or 
National emergency and such other times as the National 
security may require. 



Cooperation with other Government Agencies- - Maximum utiliza- 
tion of 1 National resources through cooperative efforts with 
government agencies in pursuing programs in the National 
interest. 1 

These mission objectives 3how that the Coast Guard engages 
In a wide spectrum of activities that must compete with each 
other and with other federal activities for budget dollars. 

Formal Organizational Structure 
Unlike the Navy, which has a bilinear chain of command, 
the Coast Guard is organized in accordance with the vertical 
general-staff system similar to that of the Army. Under this 
system, the military chief at each hierarchial level is respon- 
sible not only for the total operational effort, but also for the 
business and logistics administration of his command. The basic 
line organization of the Coast Guard has three hierarchial levels: 
the Commandant, twelve District Commanders, and Commanding 
Officers of individual operational and logistics units. This 
structure is modified by the elimination of the middle echelon in 
the case of certain Headquarters units. In addition, several 
special echelons "have been established in order to meet the 
requirements imposed by . . . peculiar conditions which complicate 



Coast Guard Objectives , pp. 3-12 . 
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6 



overall administration, Figure 1 indicates the basic line 
organisation. 

Field Units 

Each District Commander is in charge of a force of 
operational and logistical field units with which he is expected 
to perform all Coast Guard missions within his District boundary. 
Control and coordination of operations involving forces of more 
than one district is afforded by Area Commanders on the East 
and West coasts. 

A significant feature of the operating field units is 
their multi-mission capability; each unit is deliberately 
designed, manned and trained to perform diversified duties. 

For example, a 95-fcot patrol boat has a primary mission of 
search and rescue, but other duties it regularly performs include 
relighting extinguished lights on buoys and fixed light struc- 
tures, transporting supplies to isolated light stations, boarding 
small fishing vessels and pleasure craft to insure compliance 
with safety regulations, investigating suspected violations 
of the oil pollution laws, and many others. This same concept 
applies to operational shore units as well as vessels. 

Although one of its advantages is a reduced capital 
expenditure requirement, the multi-mission nature of operational 
units ha3 created complexities in administrative and budgetary 
matters. These will be discussed in greater detail in subsequent 
chapters . 

^Organization Manual , p. I- 1 !. 
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Normal Channel of Control , Special channsl for control of operational matters 

(pr imar ily rsscus and assistance) requiring positive 

_ » _ action to coordLnats forcss of mors tha n one dlstriot# 

Fig. 1 j 
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Commandant 



As the senior officer of the Coast Guard, the Commandant 
is responsible for the overall performance of the Service and 
reports to the Secretary of the Treasury, or the Secretary of the 
Navy when the Coast Guard is operating under that department. 
Under the guidance of the cognizant Secretary, the Commandant 
"directs the policy, legislation and administration of the 
Service . . , 

The immediate assistants to the Commandant are the 
Assistant Commandant, Chief of Staff, and their staffs. Report- 
ing to the Chief of Staff are the Chiefs of six functional 
offices. The present organization of the staff of Coast Guard 
Headquarters is shown in Firure 2. Responsibilities of the 
major staff components are: 

The Chief of Staff coordinates policy and program 
development and exercises general management and policy 
control for the Commandant within the Service at large. 

The Office of the Comptroller has staff responsibility 
for the logistics of the Service which involve the main- 
tenance of accounts, the disbursement of funds, the audit 
and examination of accounts, the provision of data pro- 
cessing, and the sufficiency of the supply program including 
the procurement, storage, and distribution of equipment, 
supplies, and services. 

The Office of Engineering has staff responsibility for 
the logistics of the Service which ore of an engineering 
character, including the design, construction, repair, 
maintenance, outfitting, and alteration of vessels, air- 
craft, aids to navigation, shore establishments, machinery, 
electronic equipment, and utilities. 

The Office of Merchant Farine Safety has staff respon- 
sivility for the program for prevention of marine 
casualties, including the inspection of merchant vessels 



1 lbid. , p. 2-2. 
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to Insure compliance with established standards, 
approval of vessel plans and equipment and the development 
and application of standards for merchant marine personnel. 

The Office of Operations has 3taff responsibility for 
the operational adequacy of the Service in connection 
with the saving of life and property . . ., the provision 
of aids to navigation, maritime law enforcement, general 
military readiness, and the Coast Guard Auxilliary program. 

The Office of Personnel has staff responsibility for 
the logistics of the Service which are of a personnel 
nature, including procurement, training, assignment, and 
separation of personnel, and the provision of medical 
and morale service. 

The Office of Reserve has staff responsibility for 
the Reserve logistics of the Service that are of a personnel 
nature including the training, assignment and separation 
of inactive Reserve personnel. 1 



Chief of Staff 

The Chief of Staff occupies a position in the Headquarters 
3taff hierarchy that is the focal point for Coast Guard 
activities and programs. The Coranandant and Assistant Commandant 
look to the Chief of Staff as their principal management advisor 
and through his office they keep informed on the problems 
encountered and progress made in carrying out the policies and 
programs of the Coast Guard. 

General responsibilities of the Chief of Staff include: 

The initiation, development, and review of basic 
policies and programs for the Service, including the 
legislative programs, and for the control and coordination 
of plans and activities evolving therefrom . . .2 

In addition, the Chief of Staff is directly responsible 
for the preparation, presentation and execution of the budgetary 
program of the Coast Guard. 



1 Ibid. , pp. 2-3, 2-ft. 2 Ibid. , p. 2-15. 
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The Chief of Staff has control over several echelons. 

In addition to having the chiefs of special divisions and special 
assistants under his direct supervision, the Chief of Staff 
exercises general supervision over the chiefs of offices at 
Headquarters and the district commanders. The primary purpose 
of this wide span of control is to secure "effective coordination 
among the Headquarters staff, and between the Headquarters staff 
and the Service at large." 1 

Although the Chief of Staff Is much involved with the 
plans, programs, and budgets of the Coast Guard, the day to day 
work and hub of activity in these functional areas is conducted 
primarily in tv?o of the special staff divisions directly under 
him— Program Analysis Division and Budget and Cost Analysis 
Division. The formal responsibilities of these divisions are 
set forth In Figures 3 and $ which are functional organization 
charts . 



1 



Ibid. 
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BUDGET AND COST ANALYSIS DIVISION 



The Chief, Budget and Cost Analysis Division is responsible for: 

1 Supervising and directing the translation of programs and policies 
into budgets, and the subsequent coordination, execution and review 
of these budgets among subhead administrators# 

2. Assisting in the budget presentation at Treasury, Bureau of the 
Budget and Congressional Hearings* 

3# Maintaining necessary liaison with other Government agencies 
regarding program estimates and related matters# 



TREASURY DEPARTMENT 
U. S. COAST GUARD HEADQUARTERS 
CHIEF OF STAFF 

BUDGET AND COST ANALYSIS DIVISION 



\ 



1 1 


BUDGET BRANCH 


V-l . 1 . 


COST ANALYSIS BRANCH 


1. Develops budget estimates, assuring that they properly 
reflect the financial requirements of the Coast Guard# 

2# Prepares instructions to Districts, Headquarters Units, 
and Offices and Divisions at Headquarters, relating to the 
preparation of budget estimates, reporting international 
transactions, payroll and employment. 

3* Prepares financial plans, issues allotments to Head- 
quarters Divisions and field units, and prepares requests 
for apportionment and reapportionment of funds including 
establishment and release of reserves# 

4* Receives and considers requests from field units for 
change e in allotments and forwards to appropriate division 
with pertinent comments. Upon recommendation from division 
concerned, prepares reply or approves allotment modifica- 
tion. 

5# Recommends changes to the financial plans to meet 
changing fund requirements resulting from changes to the 
programs as they progress# Review requests for changes to 
the financial plan submitted by subhead administrators 
and recommend action necessary* 

6# Determine the budgetary cost factors upon which the 
Serviced fund requirements should be developed. 

7# Prepares budgetary reports as required by the Congress, 
Bureau of the Budget and Treasury Department; and prepares 
such other reports as may be required for internal admin- 
istrative use. 

8# Administers funds not specifically allocated to other 
components of organization# 

9# Prepares, publishes and maintains the Manual of 
Budgetary Administration, CG-255. 

10. Prepares schedules on Coast Guard public works pro- 
grams, including budgetary programs, programs reports and 
inventory of projects# 


1. Develops cost analysis principles, policies and 
procedures. 

2. Evaluates and interprets cost data and furnishes per- 
iodic and special reporte for management, i.e# Financial 
Management, Floating Units, and others# 

3* Integrates selected etatietic&l data with cost data 
and relates various available indices of activity and 
performance effectiveness to costs# 

4* Develops cost history as a partial baeis for the 
development of coet standards upon which the Coaet Guard 
budget estimates can be developed and justified. 

5# Coordinates cost analysis and control requirements of 
other Divisions and Offices# 

6# Provides advice and service to and aesist field acti- 
vities to assure uniform cost reporting and maximum 
utilization of cost data as a tool to management. 

7# Administers funds for Military Pay and Allowances, 
including the preparation of Financial Plans and issuance 
of obligations# 

8. Prepares special studies and projects as directed by 
the Chief and Aesistant Chie.f of the Divieion# 



Fig* 4 



^oignedX 

W. H. BOSWELL, CDR, USCG 
Chief, Budget and Cost Analysis Division 



(Signed) 

P. E. TRIMBLE, RADM, USCG 
Chief of Staff 
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CHAPTER II 



MOVEMENT TOWARD A COAST GUAPD 
PROGRAM BUDGET 

External Factors 

Hoover Commissions 

The First Hoover Conuni33ion in 19**9 found that there wa3 
a great need to reform the method of budgeting and the appropria- 
tion structure In the Federal Government. According to the 
Commission, "the Federal budget is an inadeaute document, poorly 
organized and improperly designed to serve its major purpose 
. . «"•*■ The major budgeting reform proposed by the Commission 
was contained in it3 Report on Budgeting and Accounting, recom- 
mendation number one: 

Vfe recommend that the whole budgeting concept should 
be refashioned by the adoption of a budget based upon 
functions, activities, and projects: this we designate a3 

a "performance budget, "2 

Such an approach, the Commission maintained, would focus 
on the general nature and relative importance of services to be 
rendered or work to be done, rather than the procurement of 
items such as equipment , supplies and services. Thus, the core 



*U. S., Commission on Organization of the Executive 
Branch of Government, Budgeting and Accounting: A flfPQPt to 

Congress (Washington: Government Printing Office, p. 7. 

2 Ibid. , p. 8. 
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of the recommendation was that the budget should be oriented 
towards accomplishments through use of resources instead of the 
resources themselves. The Budget and Accounting Procedures Act 
of 1950 made this recommendation a legislative requirement; 
however, the details and extent to which the concept would be 
applied were left to the discretion of the President.- 1 

Among the principal recommendations regarding Federal 
budgeting practices made by the Second Hoover Commission were, 
"(1) continued use of performance budgeting, (2) formulation 
and administration of agency budgets on e cost basis. A coat 
based budget identifies the costs of programs planned by an 
agency in terms of the goods and services consumed by each 
activity. Balances of goods and services on hand that have been 
obtained from prior appropriations and the extent to which these 
resources have been planned for proposed programs are disclosed 
by cost-type budgets. 

The approved recommendations of the Second Hoover Com- 
mission providing for improvements in budgeting, accounting and 
appropriation procedures were enacted by Public Law 8*1-863 in 
1956. Section 2(a) of that act directs: 

The head of each executive agency shall, . . . take 
whatever action may be necessary to achieve ... (1) 
consistency in accounting and budget classifications, 

(2) synchronization between accounting and budget classifi- 
cations and organizational structure, and (3) support of 



^U, 3., Congress, Senate Document No. 11, 87 th Cong., 1st 
Sess., Financial Management in the Federal Government: A Comp- 

rehensive Analtys'ls' bj* ' Existing and frronos ed Legislation Including 
iPlnenciai Management Tmorovemenis ^ado on a (lovernmerii-wide basis. 

T9Sr,"V. M. “ — 

2 Ibid. , p. 53. 
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